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Via ITAND DELYVERY,

Patrick Shirpe

Premerger Notificagon CHlice
Rureau of Competition

Federal Trade Conunission

Tth & Permsylvanin Ave,, NOW,
Washington, D.C. 20580

ear Patrck-

I am writing to confirm my understanding of ielephone conversations we had yesterday
concerning the potential reportability under the Hart-Scott-Rodino Antinmest Improvements Act
{(*HSR Act™) of a proposed transaction discussed below.

Cur elient, Corporation A, 15 engaged in the business of asset based lending anrd factoring.
Caorporafion A, is in turn, controlled by Corpurativn B, s large national bank. Corporation A s
selling a2 Joan pertfolio {“Loan Portfolio™) o Corporation C, an ynrelated entity also eoguged in
assct based lending and factoring, for a purchase price of approximately $100 million based on the
outsranding principal balance of the Loan Portfolio plus the payment of a premium.

The Loan Portfolio is part of an unincorporated division of Corporation A (“Division™).
The Division is engaged in asset based lending and related loan admimistration. The Loan Portfolio
constitoles atl most apprusimalely 65% by dollar value of the Inans administered by the THvision.
The Division adorinisters loans from approxjmarely 5 offices focared in different states, and is
qualificd 10 do business in several! more states for the purpose of originating loans. The Loan
Puritolie principally includes most, but not al] ~-gpproximarcly 0% by dallar value - of the loans
administered by the Division’s office in City A, lbe Division's sole office 1o state A, The Loxn
Portfolic also includes loans administered by one or more other offices ol the Rvision, but the
loans attributable to any one of these olher offices s less (thun the majondly ol loans administered by
that particular oflive. The Division will take back participation in several of the Inans in the Loan
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Portloliv, with this participation represciting in apgregate approximately 15 % o 20% of the dollar
value ol the loans being sold to Corporation C.

In addition to acquiring the Lean Porilidio, as a part of the approximarcly $100 milfion
purchase price, Carporation C will acquire the physical space of the Diviston’s oflice of City A,
including assumption of the lease and acquisition of certain furniture and equipment, Howcever, the
Division will continme to loan funds and administer ioans in City A from a new, bul smaller office
in City A. The Division also will continue to [oan funds and administer loans from its other offices.
Corporation C will not acquire the right to use the Division's or Corporation A°s name. Cerlain of
the current employess of the 1iviaon’s olTice in City A may be hired, but are not required 1o be
hired, by Corporation C after (he transaction. The most senior empluyee in the Division's office in
City A will remain with the Division’s new, smaller office in City A, as may other current
employees.

Yoo concluded that the trangaction was exempt under the IISR Act. Specificaily, you
concleded that the (ransaction was vxempl a5 “acquisitions of goods or realty transferred in the
ardinary course of tusiness™ under Section TA{c)K1) of the Clayton Act, 15 U.5.C, § 18{aMci(l),
and that the ransaction would nul. be vicwed as the acquisition of an “oparating unit” wnder 16
C.E.R. § 802 1(a).

In support of this conclusion, you neted thut (he Divisiun was ool “cxiling” the loan
business, and (hat not “substantially all” of the loans administersd by the Division were being
acipirad. You noted that even acquiring 73% of the assets of 2 division had béen viewed by the
ITC as not constitting “substantizlly all” of the assets of a division such that the ordinary course 7 4, hjmu-

exemplion may nol apply, while acquiring 96% of the assets of 2 division would be viewed as Ity T
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“substantially all” the assets of a division. You alko confirmed that for the ordinacy conrse I.ﬁ-m /
exemption to apply there was no requiremenr that the specific parties 1o this transaction regularly ;;" :;’:' s

engage in the buylng or selling of lpans. basiness Fo

Py o 5

Further, you confirmed that the acquisition hy Corporation C of the physical space of the lownS faf
Divisiom's oflice of City A, including assumption of the lease amd acquisition of certain furniture Eisg wod
and equipment would nol make the ordinary course exemption inapplicable in the context of the sale ,m~ -
of a portfolio of foans. and that the saie of the office refated assers would ot he sepurately T+ 4 sr '
reportable. have 4 b
" the tﬂ'd‘-

Please let me koow as soon as possible if you disagree with any of the conclusions discussed ';r.ij;’::;

above, or if T have misupdersiood any aspect of your advice. Thanok you for your assistance in this
ateer.

Very truly yours,
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